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DATE: October 4, 2007

H2O, INC. - REQUEST FOR TIME EXTENSION TO COMPLY WITH DECISION
n o . 64062 (DOCKET n o s . W-02234A-00_0371, WS-02987A-99-0583,
WS-02987A-00-0618, W-02859A-00-0774, AND W-01395A-00-0784)

In Decision No. 63960, dated September 4, 2001, and Decision No. 64062, dated
October 4, 2001, the Arizona Corporation Commission ("Commission") granted certain
extensions of the Certificates of Convenience and Necessity ("CC&Ns") of H2O, Inc. ("H2O" or
"Company"), Diversified Water Utilities, Inc. ("Diversified"), Queen Creek Water Company
("Queen Creek") and Johnson Utilities, L.L.C. ("Jollnson").

The  De cis ion a pprove d the  e xte ns ion of H20 into P a rce ls  15, 16, 17, 18, a nd 22 a long
with the  e ntire  S e ction 13 in Township 2 S outh, Ra nge  7 Ea s t in P e na l County, Arizona . The
Commiss ion a lso required:

1. Tha t H20 file , for e a ch of the  two ye a rs  following the  de cis ion, docume nta tion tha t H20
wa s  in complia nce  with ADEQ.

2 . Tha t H20 ile , with in  two ye a rs  o f the  e ffe ctive  da te  o f the  de cis ion , a  copy of the
de ve lope rs ' Ce rtifica te s  of Assure d Wa te r S upply ("CAWS ") for the  re spe ctive  pa rce ls
and section.

3 . Tha t H20  tile  with in  two  ye a rs  o f the  e ffe c tive  da te  o f the  De cis ion , a  copy o f its
Certifica te  of Approva l to Construct for the  main extens ion to the  Combs School.

4 .  Th a t H2 0  file  with in  two  ye a rs  o f the  e ffe ctive da te  of the  De cis ion , a  copy of its
Ce rtifica te  of Approva l to Cons truct a nd Ce rtifica te s  of Approva l of Cons truction for
each of the  respective  approved parcels.

5 . Tha t H20 tile  e dlin  two ye a rs  of the  e ffe ctive  da te  of the  De cis ion, a  copy of its

franchise  from Penal County for the  extension areas.

TO:

R E :

6. Tha t H20 file , within two ye a rs  of the  e ffe ctive  da te  of the  De cis ion, a  re que s t for a
Ce rtifica te  re vie w a fte r which, S ta ff, a t its  dis cre tion, s ha ll pe rform a  phys ica l pla nt
ins pe ction to de te rmine  the  e xte nt to  which de ve lopme nt ha s  comme nce d. The
Certifica te  review should include  the  number of cus tomers , the  amount of plant ins ta lled,
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the  number of ga llons  sold and the  amount of revenue  re la ted to the  extens ion area. The
re vie w s hould a ls o include  the  Ma s te r P la n s howing a ll pla nt ins ta lle d a nd cus tome r
loca tion a nd a ny othe r informa tion S ta ff de e ms  re le va nt. Afte r H2O's  re que s t for re vie w,
S ta ff s h a ll h a ve  1 2 0  d a ys  to  tile  a  re p o rt co n ta in in g  o n e  o f th e  fo llo win g  th re e
re comme nda tions : 1. Fina l a pprova l of the  Ce rtifica te  for a ll pa rce ls  a pprove d, 2. Fina l
a p p ro va l o f th e  Ce rtific a te  fo r p o rtio n s  o f th e  p a rc e ls  with  c a n c e lla tio n  o f th e
undeve loped portions , 3. Disapprova l of the  Certifica te  for the  pa rce ls  approved.

On September 11, 2003, H20 filed a request for an extension of time to comply with
Decision No. 64062 and requested a two-year extension of time to file copies of the developers'
CAWS and Certif icates of Approval to Construct ("CAC"). On October 30, 2003, the
Commission issued a Procedural Order approving a two-year extension to comply with Decision
No. 63960 as amended by Decision No. 64062. Thus, the compliance date for the Decision was
moved to from October 4, 2003 to October 4, 2005. The Procedural Order also required that
"good cause" be shown before any further time extensions be granted.

On July 5, 2006, S ta ff contacted H20 rega rding compliance  issues . The  Company filed a
le tte r da ted and docke ted Augus t 9, 2006, re sponding to the  compliance  inquiry and reques ting
an extens ion of the  filing da te  for the  Approva ls  to Cons truct, the  Approva ls  of Cons truction and
the  Ce rtifica te s  of As s ure d Wa te r S upply for P a rce ls  14, 16, 17, a nd 18 a nd S e ction 13 until
De ce mbe r 31, 2007. The  Compa ny be lie ve s , a nd S ta ff ha s  ve rifie d, tha t the  Compa ny is  in
compliance  for Parce ls  15 and 22.

On S e pte mbe r 1, 2006, in a n e ffort to de te rmine  if the re  wa s  s till a  ne e d or re que s t for
se rvice  in the  a rea s  approved in Decis ion No. 64062, S ta ff sent H20 a  le tte r reques ting "s igned
sta tements  from the  deve lopers  in each parce l and Section 13 which describes  the  progress  each
de ve lope r ha s  ma de  towa rd a cquiring the  ne ce s s a ry pe rmits , ce rtifica te s , e tc., the  phys ica l
progress  made  toward development and when the  firs t customer in each development is  expected
to be  se rved." S ta ff requested the  information be  provided by October 1, 2006.

On February 22, 2007, H20 met with Staff regarding the status of development in the
parcels and sections for which H20 received approval to extend its CC8cN in Decision No.
64062, dated October 4, 2001. The meeting concluded with assurances from H20 that a written
summary of the status of development in each approved area would be shortly forthcoming.
Soon diereatter, an email was sent by Staff to H20 urging the production of the requested
information.

al

On Ma y 23, 2007, S ta ff aga in requested de ta il from the  Company regarding the  need for
se rvice . The  Company replied to S ta ffs  reques t on June  6, 2007. S ta ff docke ted the  Company's
re sponse  with its  memorandum for the  time  extens ion on July 26, 2007. The  re sponse  conta ins
le tte rs  from deve lope rs  and from the  Church of Je sus  Chris t of La tte r Day Sa ints  indica ting tha t
th e y d e s ire  to  re ma in  in  H2 O 's  s e rvic e  te rrito ry. The  Commis s ion  ha s  re ce ive d  no
corre s ponde nce  or comme nts  from Dive rs ifie d, Que e n Cre e k or J ohns on, the  pa rtie s  in the
origina l CC&N docke t, indica ting any disagreement with an extens ion.
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The  prima ry re a son tha t the  Compa ny ha s  not be e n a ble  to tile  the  CAWS  or the  CACs
for mos t of the  pa rce ls  is  the  a mount of time  it ha s  ta ke n the  de ve lope rs  to re ce ive  a pprova ls
from Pena l County. Othe r reasons  include  a  s light down-turn in the  rea l e s ta te  marke t (a lthough,
H20 is  hooldng up a pproxima te ly 100 ne w cus tome rs  e a ch month) a nd de ve lope rs  discuss ions
with Willia ms -Ga te wa y Airport re ga rding flight pa ths .

On July 18, 2007, Staff members visited the Company and toured the extension area
territory with representatives of the Company. It was apparent that development was progressing
at different rates in different Parcels. It was also apparent that the Company had installed off-site
plant facilities, and had sized storage tanks and lines to serve current customers and customers in
the areas not yet developed. Staff also conducted a certificate review of the Company's
extension area. The review noted significant growth in the number of customers, amount of
plant installed, number of gallons sold and increased revenue.

Staff has reviewed the Company's request for an extension of the compliance dates set
forth in Decision No. 64062 and believes that the Company's inability to meet the cLu'rent
compliance dates is related solely to the problems of the developers. Staff believes that granting
an additional extension request would not be productive. Instead, as provided for in Decision
No. 64062, Staff has reviewed and evaluated each of the granted Parcels and is recommending
that final approval of the Certificate for all Parcels be approved as provided for in Decision
No. 63960.

/We
Y Ernest G. Johnson

Director
Utilities Division

EGJ:KB:lhm\CH

Originator: Kimberly Battista
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17 BY THE COMMIS S ION:

Open Mee ting
October 23 and 24, 2007
P hoe nix, Arizona

11

18 FINDINGS  OF FACT

19 H2O, Inc. ("H2O" or "Compa ny") is  e nga ge d in providing wa te r within portions  of

20 Arizona , pursuant to authority granted by the  Arizona  Corpora tion Commiss ion ("Commiss ion).

21 2. In De cis ion No. 63960, da te d Se pte mbe r 4, 2001, a nd De cis ion No. 64062, da te d

22 Octobe r 4, 2001, the  Commiss ion gra nte d ce rta in e xte ns ions  of the  Ce rtifica te s  of Conve nie nce

23 a nd Ne ce s s ity ("CC&Ns ") of H2O, Dive rs ifie d Wa te r Utilitie s , Inc. ("Dive rs ifie d"), Que e n Cre e k

24 Wate r Company ("Queen Creek") and Jolmson Utilitie s , L.L.C. ("Johnson").

25 3. The  De cis ion a pprove d the  e xte ns ion of H20 into P a rce ls  15, 16, 17, 18, a nd 22

26 a long with the  entire  Section 13 in Township 2 South, Range 7 East in P ina lCounty, Arizona . The

27 Commiss ion a lso required:

28

1 .
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2

3

4

--That.H1Q-f1le, foLeach..Qf.. j;w<>_years followinglhe decisinn,d0c11mentafion -..
H20 was in compliance with ADEQ.

Tha t H20 file , within two ye a rs  of the  e ffe ctive  da te  of the  de cis ion, a  copy of the
de ve lope rs ' Ce rtifica te s  of As s ure d  Wa te r S upply ("CAWS ") for the  re s pe ctive
parce ls  and section.

Tha t H20  file  with in two ye a rs of the  e ffe ctive date of the  De cis ion, a  copy of its
Certifica te  of Approva l to Cons truct for the  ma in extens ion to the  Combs School.

Tha t H20 tile  within two ye a rs  of the  e ffe ctive  da te  of the  De cis ion, a  copy of its
Ce rtifica te  of Approva l to Cons truct a nd Ce rtifica te s  of Approva l of Cons truction for
each of the  respective  approved parcels .

Tha t H20 file  within two ye a rs  of the  e ffe ctive  da te  of the  De cis ion, a  copy of its
franchise  Hom Pina l County for the  extension a reas .
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6

7

8

9

10

11

12

13

14

15

16

17

18

19 4. On September ll, 2003, H20 filed a request for an extension of time to comply

20 with Decision No. 64062 and requested a two-year extension of time to file copies of the

21 developers' CAWS and Certificates of Approval to Construct ("CAC").

22 5. On October 30, 2003, the Commission issued a Procedural Order approving a two-

23 year extension to comply with Decision No. 63960 as amended by Decision No. 64062. Thus, the

24 compliance date for the Decision was moved to from October 4, 2003 to October 4, 2005. The

25 Procedural Order also required that "good cause" be shown before any further time extensions be

26 granted.

27 6. On July 5, 2006, Staff contacted H20 regarding compliance issues. The Company

28 tiled a letter dated and docketed August 9, 2006, responding to the compliance inquiry and

Tha t H20 file , within two ye a rs  of the  e ffe ctive  da te  of the  De cis ion, a  re que s t for a
Ce rtifica te  re vie w a fte r which, S ta ff; a t its  dis cre tion, s ha ll pe rform a  phys ica l pla nt
ins pe ction to de te rmine  the  e xte nt to which de ve lopme nt ha s  comme nce d. The
Ce rtifica te  re vie w s hould include  the  numbe r of cus tome rs , the  a mount of pla nt
ins ta lle d , the  numbe r of ga llons  s o ld  a nd the  a mount of re ve nue  re la te d  to  the
extens ion area. The  re vie w s hould a ls o include  the  Ma s te r P la n s howing a ll pla nt
ins ta lled and cus tomer loca tion and any othe r informa tion S ta ff deems re levant. Afte r
H2O's  re que s t for re vie w, S ta ff sha ll have  120 days  to file  a  re port conta ining one  of
the  following thre e  re comme nda tions : l. Fina l a pprova l o f the  Ce rtifica te  fo r a ll
pa rce ls  a pprove d, 2. Fina l a pprova l of the  Ce rtifica te  for portions  of the  pa rce ls  with
ca nce lla tion of the  unde ve lope d portions ; 3. Dis a pprova l of the  Ce rtifica te  for the
parce ls  approved.

•

De cis ion No.
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1 ._ requesting an..§xtcn§iQn.._Qf the._filing d2;e.iQr__the _Approvals to__Construct, the Approvals of_.

2 Construction and the Certificates of Assured Water Supply for Parcels 14, 16, 17, and 18 and

3 Section 13 until December 31, 2007. The Company believes, and Staff has verified, that the

4 Company is in compliance for Parcels 15 and 22.

5 7. On September l, 2006, in an effort to determine if there was still a need or request

6 for service in the areas approved in Decision No. 64062, Staff sent H20 a letter requesting "signed

7 statements from the developers in each parcel and Section 13 which describes the progress each

8 developer has made toward acquiring the necessary permits, certificates, etc., the physical progress

9 made toward development and when the first customer in each development is expected to be

10 served." Staff requested the information be provided by October l, 2006. ,

l l 8. On February 22, 2007, H20 met with Staff regarding the status of development in

12 the parcels and sections for which H20 received approval to extend its CC&N in Decision

13 No. 64062, dated October 4, 2001. The meeting concluded with assurances from H20 that a

14 written summary of the status of development in each approved area would be shortly

15 forthcoming. Soon thereafter, an email was sent by Staff to H20 urging the production of the

16 requested information.

17 9. On May 23, 2007, Staff again requested detail from the Company regarding the

18 need for service. The Company replied to Staffs request on June 6, 2007. Staff docketed the

19 Company's response with its memorandum for the time extension on July 26, 2007. The response

20 contains letters from developers and from the Church of Jesus Christ of Latter Day Saints

21 indicating that they desire to remain in H2O's service territory. The Commission has received no

22 correspondence or comments from Diversified, Queen Creek or Johnson, the parties in the original

23 CC&N docket, indicating any disagreement with an extension.

24 10. On July 18, 2007, Staff members visited the Company and toured the extension

25 area territory with representatives of the Company. It was apparent that development was

26 progressing at different rates in different parcels. It was also apparent that the Company had

27 installed off-site plant facilities, and had sized storage tanks and lines to serve current customers

28 , ..

De cis ion No.
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_ L a nd cus tome rs  in th e a re a s .not ye t de ve lo pe d. S ta ff a1sQ.conrh1r:'re d 2 ne rtitica te  re vie w of the

2 Compa ny's  e xte ns ion a re a . The  re vie w no te d  s ign ific a n t g rowth  in  the  numbe r o f c us tome rs ,

3 a mount of pla nt ins ta lle d, numbe r of ga llons  s old a nd incre a s e d re ve nue .

4 l l . The  prima ry re a s on tha t the  Compa ny ha s  not be e n a ble  to  file  the  CAWS  or the

5 CACs  for mos t of the  pa rce ls  is  the  a mount of time  it ha s  ta ke n the  de ve lope rs  to re ce ive  a pprova ls

6 from P ina l County. Othe r re a s ons  inc lude  a  s light down-tum in  the  re a l e s ta te  ma rke t (a lthough,

7 H20 is  hooldng up a pproxima te ly 100 ne w cus tome rs  e a ch month) a nd de ve lope rs  d is cus s ions

8 with  Willia ms -Ga te wa y Airport re ga rding flight pa ths .

9 12. S ta ff ha s  re vie we d the  Compa ny's  re que s t for a n e xte ns ion of the  complia nce  da te s

10 s e t fo rth  in  De c is ion  No . 64062  a nd  be lie ve s  tha t the  Compa ny's  ina b ility to  me e t the  c u rre n t

l l complia nce  da te s  is  re la te d s ole ly to the  proble ms  of the  de ve lope rs . S ta ff be lie ve s  tha t gra nting

12 a n a dditiona l e xte ns ion re que s t would  not be  produc tive . Ins te a d , a s  p rovide d  fo r in  De c is ion

13 No .  6 4 0 6 2 ,  S ta ff h a s  re vie we d  a n d  e va lu a te d  e a c h  o f th e  g ra n te d  p a rc e ls ,  i.e . ,  e vid e n c e  o f

14 de ve lopme nt s uc h  a s  s ubd ivis ion  p la tting , zon ing , e ng ine e ring  de s ign , ma s te r-p la nn ing , a nd

15 cons truc tion of p la nt fa c ilitie s , a nd is  re comme nding tha t fina l a pprova l of the  Ce rtifica te  for a ll

16 pa rce ls  be  a pprove d a s  provide d for in De cis ion No. 63960.

17 13. S ta ff re comme nds  tha t the  Compa ny file  a ll outs ta nding complia nce  re quire me nts

18 of De cis ion No. 64062 whe n the y a re  re ce ive d.

19 C O NC LUS IO NS  O F  LAW

20 1. H2O, Inc . is  a  public  s e rvice  corpora tion  with in  the  me a ning of Artic le XV of the

2 1

22 2 . The  Commis s ion ha s  juris d ic tion  ove r H2O, Inc . a nd of the  s ubje c t ma tte r of the

23 a pplica tion.

24 3 . Notice of the application as described herein was given in the manner prescribed by

25 law.

26

27

28

a s

De cis ion No.
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1_..___ _ O R DE R .__

2 IT IS  THE R E F O R E  O R DE R E D,  a s  p ro v id e d  fo r in  De c is io n  No .  6 3 9 6 0 ,  th a t  fin a l

3 a pprova l of the  Ce rtifica te  for a ll pa rce ls  be  a pprove d.

4 IT IS  THEREFORE ORDERED tha t the  outs ta nding complia nce  re quire me nts  of De cis ion

5 No. 64062 s ha ll re ma in in e ffe ct a nd H20 s ha ll file  the  re quire d docume nta tion whe n re ce ive d.

6 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe c tive  imme dia te ly.

BY THE ORDER OF THE ARIZONA CORPOR.ATION COMMISSION

COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix, this day of , 2007.

7

8

9

10

11

12

13 COMMISSIONER
14

15

16

17

18

19

20

21

22

23 DISSENT:
24

25 DISSENT:

26 EGJ:KB:1hm\CH
27

DEAN s. MILLER
Interim Executive Director

a

De cis ion No
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l SERVICE .LIST FOR: 1-120, Inc.
DOCKET nos. W-02234A-00-0371, et al.

2

3

4

5

Mr. Richard Sallquist
Sallquist, Drummond & O'Connor, P.C.
4500 South Lakeshore Drive, Suite 339
Tempe, Arizona 85282

6

7

Mr. Cha rle s  A. Bis choff
Jorda n & Bischoff; P LC
7272 East Indian School Road, Suite  205
Scottsda le , Arizona  8525 l8

9

10

Mr. Willia m p. S ulliva n
Curtis , Goodwin, S ulliva n, Uda ll & S chwa b, P LC
501 East Thomas Road
Phoenix, Arizona  85012-320511

12

13

14

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

15

16

17

Mr. Chris tophe r C. Ke e le y
Chie f Couns e l, Le ga l Divis ion
Arizona  Corpora tion Commis s ion
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007
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